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lines (notably utilities and other 
services), and even in the manufac- 
turing field the development of new 
products usually entails an addition 
to existing plant and equipment. But 
earlier deficiencies in capacity have 
now been corrected, and in many 
cases over-corrected. For some time 
to come, the major influence con- 


tributing to capital outlays will be 
modernization carried out in an ef- 
fort to cut costs. 

Given the present incidence of 
competition both within and between 
various industries, this can be a pow- 
erful force. But for it to be trans- 
lated into action, more than mere 
incentive will be required. Corporate 
working capital is now at record 
levels, but this in itself is not enough 
to guarantee heavy spending. For 
one thing, working capital require- 
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ments are also high, and likely to go 
higher as business activity expands 
further. In addition, investment i 
new facilities will be undertaken onl 
if such action promises an eventua 
profit. 

This is somewhat less certain now 
than in other recent years. Profit 
margins have been slipping for some 
time, and the failure of the recent 
Congress to enact faster permissible 
depreciation, or a tax credit appli 
cable to new investment, has done 
nothing to correct the situation. I 
is possible that a measure along these 
lines will be passed next year, but 
until this is done the hope for such 
action in future may actually post- 
pone some capital outlays. 

There seems little question, how- 
ever, that business expenditures will 
continue to rise over the next year, 
and probably longer than that. 
Whether or not previous peaks are 
exceeded, the uptrend in spending on 
capital account will reinforce the 
business advance, thereby justifying 
still larger outlays and in turn giving 
still more of a fillip to industrial ac- 
tivity. 
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as a group have a fairly high labor 
cost factor, General Portland Cement 
and U. S. Gypsum operate in areas 
that require much less than the 
usual amount of labor per sales 
dollar. 

Wage costs are particularly low in 
the natural gas industry as can be 
seen from the very small 6% sales- 
wage ratio of Southern Natural Gas. 
The reason of course is that the 
flow of gas through a pipeline net- 
work requires a very minimal amount 
of labor. Pacific Gas & Electric, in 
a related phase of the business, has 
a lower-than-average 12.2% ratio 
among utilities of its type. Ameri- 
can Hospital Supply’s excellent 
growth record is due in no small part 
to a high degree of operating effi- 
ciency which in turn reflects rela- 
tively low labor costs. 

For all of these firms, however, 
low wage ratios are merely an added 
attraction. Each has favorable long 
range prospects as well and thus 
would merit attention even without 
the obvious advantage each has in 
a high-wage economy. 
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